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The Impact of Pasture Insurance on Farmland Values
Research Question What is the impact of the Pasture, Rangeland and Forage Pilot Program on Land Values?
Objective: To determine the value that farmland owners place on availability of insurance through the Pasture, Rangeland, Forage (PRF) Pilot Program
Background
• Federal crop insurance has expanded rapidly over the past two decades and is currently delivered through private insurance agents/companies.
• Crop insurance premium subsides increased from $950 million in 1999 to $7.4 billion in 2011. Acres insured increased from 197 million to 265 million.
• PRF insurance was started on a pilot basis in 2007, and gradually expanded to new counties and states. In 2011 PRF insurance was available in 24 states. PRF insurance premium subsides increased from $41 million in 2007 to $60 million in 2011. Acres insured increased from 28 million to 34 million.
• Given increases in enrollment over time, producers clearly value crop insurance as a risk management tool. Land values should therefore reflect the value that the market assigns to the availability of crop insurance, specifically the value of risk reduction as well as the premium subsidy.
The Issue
• Very little is known about the impact of any type of insurance on farmland values, and no available studies investigate the impacts of the availability of insurance or insurance premium subsidies.
• Crop insurance is an increasingly important component of US farm policy, and the impact of farm policies on land values is a key determinant of the ultimate beneficiaries those policies.
• Most crop insurance programs, as well as most farm programs, are implemented at the same time at the national level, making identification of the impacts of specific policies indistinguishable from other policy and market changes affecting the agricultural sector at that time.
Methods and data
• Our model is based on the standard capitalization formula frequently used to measure subsidy incidence. 
Conclusions
• Results suggest PRF insurance is significantly valued by farm operations using pasture.
• Having PRF insurance over time can increase pasture values by approximately 7-8%.
• Capitalization of the PRF (about $150/acre) insurance is higher than the capitalized premium subsidy (about $123, with a $6.13 per acre premium subsidy in 2011 and discount rate of 5%), which suggests that producers value the risk reduction aspects of PRF insurance availability in addition to the premium subsidy.
